
mcm 
Chairman 01 the Board 
MARY M c m O T T - l W A M l  
Frankvm Porlfolio Associates 
Boston, Massachusetts 
Residenl6 CEO 
JOHN C GIESEA 
Security Traders Associatirm 
New York, New York 
Wce Chairman 
JAMES A WWCAN 
Canaccord Capital Corporation 
Tomnto. Ontario 
Tmasumr 
BILL YAHCCl 
Automated Trading Desk 
Mt. Pleasant. South Carolina 
Sscretaty 
USA lRASl 
Smilh Barney Asset Management 
New Yo*. New YOrk 
Pasf Chskman 
mP.MIWS 
Janney Montgomery Scott 
Phtladeiph~a, Pennsylvania 

GlMFWa 
PETER J. DRISCOU 
The Northern TNst Co. 
Chicago llllnois 
JULAN M. RORES 
Friedman Billings Ramsey 
Arlington, Virginia 
BART G R D H  
A.G. Edwards & Sons, Inc. 
St. Louis. Missouri 
WlLUAM R. JOHHSON 
Far Hills. New Jeney 
NlCK KAROS 
Jaffrey Inc. 
Mlnneaoolis. Minnesota 
W ~ F 
Bernard L. Madoff Inv. Sec. 
New York, New York 
LOUIS J. MATRONE 
Southwest Securities, inc. 
Dallas, Texas 
DREW MILSTUN 
Susquehanna Internattonal Group 
Bala Cynwyd, Pennsylvania 
B R r n  F. MOCK, 
Wachovia Secur~ttes, LLC 
San Francisco. California 
SKARLM I! SMITH 
Fordharn University 
Bronx, New York 
NAIlClUSW( 
Rock Island Securities 
Chicago, iliinois 

Vice Resident 
MLTER V. MKENGO 
Security Traders Association 
New Yo*, New York 

Alabama Securty Dealers Assomation 
Boston Security Traders Association 
Security Traders Associatlon of Ch~cago, inc 
Cleveland Security Traders Association 
Security Traders Association of Gonnectlcul 
Dallas Security Traders Association 
The Denver SecurW Traders &sociation 

February 19,2004 

Jonathan Katz 
Secretary 
Securities and Exchange Commission 
450 Fifth Street, N.W. 
Washington DC 20549 

Re: File No. SR-NASD 2003-201 (Notice of Filing of Propose Rule Change by National 
Association of Securities Dealers, Inc. to Amend the Trading Activity Fee Rate and Add 
TRACE-Eligible and Municipal Securities as Covered Securities) - 

Dear Mr. Katz: 

The Security Traders Association ("sTA)' is pleased to have this opportunity to comment 
on the proposal referenced above to amend the Transaction Activity Fee ("TAF") rate 
administered by the National Association of Securities Dealers, Inc. ("NASD"), and to add 
to the securities covered by that fee TRACE-eligible and municipal securities. 

The TAF is part of a revised regulatory fee structure that the SEC approved for the NASD in 
2003 .2 When the NASD implemented the TAF, it stated that as part of a three-year phase-in 
plan it intended to reduce the revenue collected through the TAF by approximately 50% over 
the three year period, offset by an increase in the Personnel Assessment that the NASD 
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assesses each member firm.3. The NASD now proposes to reduce the TAF rate on covered 
equity securities from the current rate of $0.10 per 1,000 shares to $0.075 per 1,000 shares. 
In addition, the NASD is proposing that the maximum charge per trade under the TAF be 
reduced from the current cap of $10.00 per trade (based on 100,000 shares) to $3.75 per 
trade (based on 50,000 share^).^ 

The NASD also proposes to assess the TAF on TRACE-eligible securities and municipal 
securities based on a review of reported volumes in these securities and a determination 
based on that review that TAF at this rate reflects NASD's regulatory efforts in the fixed 
income market. The proposed TAF on TRACE-eligible securities and municipal securities 
is at a rate of $0.00075 per bond, with a maximum assessment of $0.75 per trade (based on 
1,000 bonds). The NASD proposes to exempt from the TAF, however, proprietary 
transactions in TRACE-eligible securities by a firm that is a member of both NASD and a 
national securities exchange and that are effected in the firm's capacity as an exchange 
specialist or exchange market maker.' 

As noted in the Release announcing these proposed amendments, in October 2003, the STA 
expressed concerns to the NASD that the maximum charges per trade under the TAF might 
be exce~sive.~ The STA therefore appreciates and supports the NASD's proposal to revise 
the TAF rates. 

Securities Exchange Act Rel. No. 49114 (Jan. 22,2004), 69 Fed. Reg. 4194 (Jan. 28,2004). 
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Letter to Robert R. Glauber and Mary L. Schapiro,NASD, from John P. Hughes and John C. Giesea, 
Security Traders Association (October 21, 2003) 



As always, the STA and our membership would be happy to assist the NASD as it evaluates 
the potential effects of the proposed changes to the TAF charges and covered securities. 
Please do not hesitate to contact the undersigned. 

Truly yours, 

John C. Giesea 
Chairman of the Board President and CEO 

cc: The Honorable William H. Donaldson 
The Honorable Paul S. Atkins 
The Honorable Roe1 C. Campos 
The Honorable Cynthia A. Glassman 
The Honorable Harvey J. Goldschmid 

Annette L. Nazareth, Director 
Robert L.D. Colby, Deputy Director 
Division of Market Regulation 
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Chairman and CEO 
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Executive Vice-president, Market Regulation 
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